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nSiCTS LET TO CHABLBS CROCKED
I

ASP THE CONTBACT AND MNANCBCO c
The officers ol tho Central Paclflo Railroad

r Company have been unsparingly dononncod
r I fortueir In lotting theso contracts but

ll will bo acton on In lair review of their situat-
ion

¬

t at that timoit the wisest and most
sjTntweius thing that could bo dono for the

II tho corporation und the Govern
i msntand Ithat it was Ibo ouly practical vvuy in

which tho road could then have boon built
I The Immigration to California commenced In-
v 1M9 amior luo succeeding llvo yours it was

reoplcdvvlth n rapidity unknown In history
California bccamo a Stnto on tho Uth of Bop

I ttmbor lb50 so thnt at tho time of the passage
of tlio RI of Congress ot 18G3 it hud been
within Union n little short ot twelve yours

Tile promoton of Ibo Central Paclllo wore
l ineikhiz comparatively old residents In n

country which bll lnul an American populat-
ion

¬

o for loss thirteen yours Largo for
tunmutttiattlnnlmd not boon accumulated
and they woro IcfnlnlOI with all the men In
California who monoy to Invent or to loan
The banking capital ot course could not bo
rrcat hero WCIl not a groat many men who

any PlrIIIS required for dally u o InI Ililr bii Tho directors would wtlllnglv-
hivo let tho contract to parties not Inlerosto-
dInlhelrcorportonl nuch poisonscould have

corporation would huvo-
cointructod 11 road within Its own organlza
lion If It havo commanded tho necessary
lauds For tho lack of llndlng these Mr
Crocker proposed to uconlrnctortbocon-
trcllon of tho Ilrst

t thnt puinoso rotdgnod his scat in tha
I lMrot Directors to which lio had beon elect ¬

Its oignnlzntlon ho believing nnd tho
directors ngruolng that ho would bo moro use ¬

ful to tho putposos ot tho company in the
ertfily construction of the load > a contrac-
tor tlmn as a director

lint from tlm bundling ot tho first shovelful-
ot tmrth at tho cltyol Sacramento until Mr
Crocker comploidl Ills labor as a contractor
at or neat tho pattern bounilary of the Btate ol-

Calirotnliilt was nut contemplated that any
nrollts phouhl be mado In the work of con-
struction

¬

Tho Idea was to got tbo road
through In tho quickest possible time so as to
cue tho Government Its use us early JIB possi ¬

blcllt that tho promoters should If possi ¬

I their interest in tho corporation at
o the time the work was completed

It Is jn evidence that tho firm of CharlesI Crocker k Co was formed but nt such forma-
tion

¬

I Mr Crocker hnd no tmrtnor His Inten-
tion

¬

was as ho proceeded with the work and-
y demonstrated its practicability to invlto others
t to join him but in this ho appears to have

been disappointed His financial position as
contractor was not sufficiently inviting to at-
tract

¬

a nn associate with capital
I When tbe work on tho mountulnacommencod

when In tha language of tho Superintendent
of Bridges tho snow had to bo removed to a

r depth of twenty to thirty feet so as to llnd a
renting place for tho timbers used for trestli

II and bridge purposes that they might bo storoc
upon the ground that had been cleared from

a snow and not be liable to be washed away by n
< thaw Mr Crocker found that he had prohably
1 assumed a tnsk beyond his financial strength
e Bo we find him complaining nf his burden to

the directors It would Benin that tho work ofI grubbing and clearlniiho lino of track remov-
ing

¬

trees nnd cost of from two to
J five thousand dollars a mile so that tho em ¬i bankment of tho railroad could be made upon

It threatened to engulf him And we can im
acino his cry to the other promoters of the road

Save me or I perisho Mr Stanford testifies

1 Bat It very soon heoame pprnlb1 no ordinary
rules that would rovern bOn eontraetn would an-
Bver< the purpose of the tho roa
that sacrifices mnst to made which tbo company conld

1 aordbat a contractor looktnir to pro tl out of his eon
could not Mr Crocker becom apprehenslv-

aboai tls personal liabilities

He was then told to co on with tbe work
a without to the forms of the contract
a and relan directors would see hint

through Some portion of tho road on tha
y western sldo of the mountains had been let to

imall contractors name had performed tholr
contracts porno had not Mr Crocker assumed-
tbe contracts ot those who wero dorelctl and

It did the work athn price at which been
let llut It evidently Impossible to obtain

I contrMtslrow responsible pooplo for building
over tho mountains and If such contracts hud

i tmn let It would Hlmply havo resulted lit delay
and exniMiso to tho corporation for the con ¬

A tractors could not havo performed tholr agree-
ment

¬

I It was a now work Nothing like It
had been seen lu this country or r muy say

o any otber Tho groat railroad building over
the Mount CenU route lu Switzerland and-

o over the Tyrol in Austria great feats of en-

Ilneern18 they vvuro claimed to be and as
vveto sink into utter inslg

I hlflcnnce In comlJul80lwih tho construction
ot u roiid the

e Nevada Mountains On theIhloUlhl Austrlllerr
roads thoy nro not protected by miles

a eneda and galleries nor nro their mountains
terrcrcd from tho bilbo to nearly the apex with
a merles of rutnlnlng wnllt to prevent thoiiv-
alincheioft fliiowdBinollshlng tnounovy sheds

s or proving giavos for Ithu builders lor tho
e I trlckllfol thoto lines hivo no such protec ¬

I woro hit low who bnlleved In tbo
L pnictlcablllty of work or who thought it
I could bsuccessfully curried to completion

1 XO OinER KAILKOAD CNTCACI TO BUOltt
urn 1J I It would have boon utterly futllo to have At ¬

tempted to bind any contractor not interestedIn the future ot Iho company to perform thato work Iho corporation WOA not In aposltiontogre to mnku payments nt Ilxod dates MrCrocknr underetood Its position Ho undertook tho work knowlnalllt ho would get hiswhen could raise It
la PIYtlusti5 h00 10 other solvent contractorr hlvu mads Iny such arrangement norcou d Iny 61wnt contractor havo obbony accept tbe contract which Mro oodertoo
I tliSrB6 ecir0hODiMfo ellhtcen that l11 from
1 II i fiJkfttiho 0 themile post Mr Crncker undertook toPerform the work for tiouonti Mn IUKI in

cUd JlOOO il tho onds of the company

I 8Thol
OO

nre famiar witii tho condition ofo lramlnlo In 1803 know thnt the
iva

°
Si00 01 t oati lor that ollhteollllelfiJiVtfrr Theexpenlvl> 1 J amln of California and of Intolt ebar President of n railroad company
what had to bo done to build an em

kmentJor tbo track and to prevent Us ber 01 aWI by tho of the SacraI lent Ivor nter It vnA merlow
buit u

Indes tho Ciy flacramonto for-

e

n havo
n bnrlGI ubQutnlne Hlcrmento Ihor tbella4 tbo 01 brn

1 rac which It was found nocoBsary to
aopt to keep It above thn roach of tho hight 10tor 01 Iho Bacramenlo in tbo milYI I In additon Ibo nppronhe
Amercan ho that by

I of rlvor thu 01 iho
road urlJK should not bo endangered Hot this eighteen mllos could not bo con

1
fiructedl frow tho amount that was allowed incontract mado with Mr Crocker and It isf n In that If he oecapod Irom Itspurformanaor J ynoutlos he tool no profit

But tt IIn tlmt Mr Crocker and tho
dlclor of thu Contril rucllln mudu largof1 rOlaln bulhlnl1bo lad over the inouutuliiHImust iiltlmatoly altor

j voars of waiting thoy did roallza Homo
front from tho retention of tho ptockvvhjih

W Hr Crookor took In part payment of his workwt to mnko that stock of value thoy had to
I Mad voniH to develop buBlnessontberond-

wI > tbuloat their own cost und risk brunchr tdltbrlnl tralllo to tbe main line
I for roller from section 32 to 198

Jficti mcaim from Newcastle to tho Truckeo
r P fUerIMr tho btato InoLthQn was paid to
f JW as IH books of Ibo

orpraUol 82279SOwhioh Is nt tho rate of
I ml nml tthor WB8 nlsopald ton 1110579JC in stock company

t tipiur asbo stock payment was concerned
Kffii at tho tlmo as an asset for

I yu lln tho ruud It could not bo 8oM It
Woll not bo ljllrlcrod nm w8 1 tlo8a as 1i 4Ierale Ifrom tho evidence of Mr Kinnford-

oTlbQn roail had been coimtiuuted to
lt-ltItlu Ihlo tho company Imd spout all lt
ldlu1 r080urcos and ml the eeeurltles that

I beuo1 on that of tho work Inporodlnl tho bonds the Governmont
erlln debt fir obligations Incurred upon

of the work and tbe same result
vY 1 T aernoo to the itatiaUca now on

me I tho ta wliitlontte TluutDeJarent tIB very certain from thehnv to Ibo co t and Inforatone
Ihe moldltYlnd the consequent want of coonomy iPlchJt WM done that tho Rum of81127980 not cover the ntlro outlay TheULtanoewM assumed byCharlos Crocker andno directors who cnmo to his rescue Thcost ImatB has been made by Mr Htanford nod nodoubt correctly that tho cost of the work done
jptweon the 31st and 138th mile for the

ton the track equalled in days r8p
to Cblelo

oost 01 gradlnl Inearly frm Tmcko
unlolblodly was the IntonlonhwbQn thinIra waslot to Mr that the dlrootors shouldnot bo tntorostod In It butIhoy were forced toMsumo the position they did and to shnro withur Crocker what WRat that time thought tobo 1 8ion tno It Is gratifying toknowthat their courageous attitude resulted In their

10lnlrewarded
dctlclency

with n prOt1nelld
Crocker
of mooi ¬

abors won conolndcd he and his associatedwer face with position that culledpr assumption of a largo amount of IndobtodnoHS which could lot at that tlrao benot with tha stock of tho company which thoy
hold or with any quantity of such Block

After tho completion of tho rood Mr Crockerloposltedtho stock which ho had receivedrora MB various contrnuta with the Contractand Finance Company It was dividedamong tho stockholders ofall company sub
Soot to tho debts ho bad Incurred

IXCONTRACT XND FINANCI OOKTANT
The extromo financial pressure under which

the work intrusted to Charles Crocker k Cowas performed and the difficulty of inducing
people ot moans to become members of u pri-
vate

¬

partnership led to
Company

the formation of the

Iwax silposed by the directors of the Con ¬

Iuclllo that bv granting tho contract to Iacorporation upon liberal terms to complete
the road from the State line to the connection
with tho Union 1aclflc tho owners of capital
lu Ibo Eastern cltloa might be induced to bo
como stockholders in Bueh corporation and In
this war to Insure tho completion of tho work
ot which at that time the directors of tho
Central Pacific hod very Bravo doubts

It was not us Mr tnulorflays a matter of
profit to the Contract and I

nance Company It was 1 Inn to
possible tituttor failure of tho prevent IMr tomlllos that In his corre-
spondence

¬

with Mr Hopkins when tho latter
asked him how much or the stock In the Con ¬

tract and Finance Company they should take
he ropllml Take as much an you aro forced
to and as little as you must

At that time If It could havo bon done tho
promoters of the Contra 1uclflo entirelywilling to yield their Interest In tho work
other or more responsible parties woullllder Itake It und comply with the terms ¬

trlct inndo between tho corporation and tho
oorlnont It was with them moro 1 mutter

of Ihlt tho undertaking should not lulby reason tholr financial weakness than
iiuestlon of profit It win their last hone tholr
last resort to Invito capitalists to aid In tho
work and it may tw truthfully mild that tho-
foimatloii of this ConHtructlon Company wus
quite as much In tho Interests of the Govern-
ment

¬

as of Its promoters for as Is shown tho
cash payments made to tho Contract and Fi-
nance

¬

Company did not enable It to perform Its
contract to construct the road from tho custom
boundary ot California to 1romontory by about

5UO00-
0Tho Central Pacific Railroad Company could

not give to tho Contract and Finance Company
anything more than it hud It could not In any
nay Injure or mllute against the interest ot
tho Goornmem Tho Contract and Flnanco
Company must complete a section of twenty
consecutive miles or the Central Pacltlo could
not receive the Iproceeds of tho Government
bonds for that distance nor could the corpora-
tion

¬

ISBIIO Its own bonds In advance of such
completion beyond the terms of tho act of 1805-

It was bound to return value vvithlntho terms
of tho contract to tho Central Pucllla for what
was paid to It Hut notwithstanding this con-
tract

¬

with which so much fault has been found
It In seen that not the owner of a single dollar
was willing to risk It In assuming the responsi-
bility

¬

of sharing its supposed profits
Three of tho capitalists of California of that

dnylmve given tholr lows and tholr eXi-
lerloncor

¬

D O Mills Mr Lloyd Tevis und
Mr Horace W Carpentlor They were all of-
fered

¬

an Interest In thiit contract but thoy do
cllncxl because they did not belloo that there
was any prolltlnlt or that tho railroad would
pay when It was constructed and because they
feared to assume a position that would make
them liable for tho debts of the railroad corpo-
ration

¬

as owner of Its stock Tho foellncs of
capitalists to the men engaged on thN work Is
expressed In a bomoly wnyby Mr A E Davlp
himself a railroad builder tlmt thoy were
thought to be Insane U e thought thoy wru 1little off Yes sir that is what woal thought

Mr Iunlnlton states and as supporldby of Mr Stanford
Stills and otber it was impossible to induce
Ibo the money centres of the At-
lantic

¬

tobecoino interested In that contract
Money was at that time In such grot demand
that its usa commanded high ratee The cur-
rency

¬

of tho country was fho entiro-
tlma of the construction of this rood in a VEryinflated condition

The Qovernmont was n great borrower When
the amended act of 1811 was passed ion Grant
had been repulsed at Cold Horborlnd ic took
JJOOof the Government paper In
gold and at tho end of year tho price
of gold was 243i Tho bonds ot the Govern-
ment

¬

issued before the war which It sold at 22

Sromlum wore selling at about 80 The public
tho time of tho passage of the lat of

1664 was Jl740r04SUa and there wax
authority In the Secretary of tho Treasury un¬

der tho urlous acts of Congress passed unto
that time to borrow 1further amount of 022-
2blC23

DISCOUNTS OK BONDS

In California where the promoters of the
Central Faclllc had to raise money for the work
of construction money was in great demand
Tho bonds Issued by tho Stuto of California
bearing seven per cent interest which was
irotnptly paid In gold wore selling at 7 IK a
Iseount of i8H percent
Tho Central 1aclflo was compelled to pay for

all its labor and supplies purchased in Califor-
nia

¬

in gold Ineeded a largo amount Money
borrowed the Atlantic cities was of neces-
sity

¬

In currency Gold had to bo purchased
and drawn for from California thus materially
Increasing the burdens of tbo Central Pacific
Theso causes rendered uncertain Intho minds
of the owners of capital what they would re-
ceive

¬

In reimbursement for their investment
Added to all this was tho doubt that at this

tlmo so generally provnlled whether if tho
road was constructed It could be commercially
operated tho doubt as to the existence of fuel
olonl its lino It was known that there was

slneli navigable stream from the Missouri
to tho Hacrnnientonnd for stretches of hun-
dreds

¬

of miles there was some quostluii u ID
whether n liter could bn obtained sufficient nnd
suitable to generate Btnam on the locomotives

IlitllonH WHS tho olorof letting the contract
to Clmrles and to the Contract
Dud Finance Coinnany torolloo tho financial
pressure on tho Central Piclllo It would hare
bon criminally negligent on the part of tho

of tlmt company If they had not re-
sorted

¬

to these devices especially Is this true
ot the formation of tho Contract und Finance
Company

At tho end of 18CG as appears In a report
mado by the Department of tho Interior to tho-
HOUHO Committee on 1acltlo Itallroads the
Central Pucllla had expended in tho construc-
tion of Its road liaOOUOOO

At that time Hoventyfour miles of Its
had been accepted by the President and roo
ceived bonds from the Treasury on
7 mllei at 16000 113000

97 miles t 0 3aiaoou

ToIL 3328000-
It lu own bonda to tha lame amount

netlln 33MWO

TolaL M8M000
The e bondB belnn estimated at 70 iitue

avenue of ihe emlra laiu produced 4639200
The Doudn luued by It on which the State ot-

Callforntitituanuiteedthelntereiuuadnetteil OBOUM
The ondi received trom 111 ciiy of Dan fran

clicn had produced ooThe bonus from Sacramento
ilondi troai riacer imuuu-

Tolnt H388SX
Leaving the balnnca between this amount

and 12000000 to bo carried by Charles Crock ¬

er and his associates
OntlieU5th ol October of that rear there

liad been limed lu tho Central 1aoldo of the
aid bonJn 84052000-

Vtblch hail been aoldi for 3Mm7t
An muni mnuiiiit nf Hm mortgage txmdi had

been Imued by the company netting 3540478

l the monoy had been spent on tho work
and tun company and contractors were heavily
In dub lleMdu there was a largo amount of

on tho ocean In transit from New
York probably averaging at that time lot less
than 2000010 and tin situation in ex-
pressed by Mr Mlllor tho ot tholocretlrCentral Pacific when ho mild

W hen the roail wu completed to tho Slate line Ihe
cnmiiany Imd expin liuim proieed of nil the UnitedhUicabnndi It h1I received and ail the pruceedi if aU
tli county bond an I of all 110 own wa aulhu-

rIt

e 1luII UIIO IlallolnL ald b bood1 aob at
0101 v lulUol l < 104111

may soem at thIs tlmo a very unimportant
announcement to bay that this corporation Iscairylngu Hooting dobt of five millions but Itwan Ia ory serious position to bo in whou itwas laying Its track along tho Truckoe Jtlverwith Its available assets entirely exhaustedTho Contract and ilnanco Company was In ¬

corporated in November 1807
It was supposed that tbo terms of this con ¬

tract would leave a large profit tu the Construc ¬

tion Cmpmlbut such anticipations woro notbefore uu its outcome and
woBoe that tho caution of those to whom an
Interest In that contract was offered was null
founded For Mr llrown thu Manager andSecretary of tho Contruct and
imny toll us that nftor tho company hud ful
llll d In Ibo construction of thoroiidto Promontory It had epout all Its cnnh nsMits
that It was In debt IJcoedlns tlSooooo unil
that tht ouly wa t sotWOOO-
of stock of tha Central PaUllo Itullroad
Cmponvery certain from all the evidence we
have that no murkel could be sound for it and
that no considerable portion of It could bava
beta told lor tea Olt on ue dollar her

fore it the Contract and Finance Companyhad been compelled nt that time to moet ltindebtedness It waR bankrupt If n market
ho ben found for this stool nt ten cents on

It would
about SlGOOOOO without any ben owlnl
kind to have mot such indebtedness

Such 1st ho outcomo of thoro contracts whichmay be said to bo historic It shows that thecorporation and the individuals who are sup ¬
posed to have gutted destroyed and crippledthe Central1 Pacific brought
themselves beyond the verge of bankruptcy infulIUllng tholr conditions

BTOCK TIP LITTLE MARKET VALUEIt Is equally tnio of this as I said
boorwith respocttothe contract let to Charles

it Co that after yearn of pnllnnt walt ¬
ing In the one capo from 18G6 to 1881 and In
tho other from 1809 to 18S1 after from twelve
to fifteen years ot anxiety and ombarrasiment
after bearing the burden of millions ot dollars
of debt without any present moans of liquidat ¬
ing In times ot bankruptcy or disaster the
stockholders of thin construction company did
realize Romo profit Hut as actions speak
louder than words nnd as mens views nre ex-
pressed

¬
In their acts wo have indubitable

evidence of what was the value set upon
the stock of thll corporation In 1B71 twoyears after Contral Paolfln Kailroad
Company had been completed and had been In
active operation Tor at thin tlmo when
other roads had boon consolidated with theaided roods when the Central Pacific by con-
solidation

¬

wan the owner In addition to
tho road between Ogdon nnl Ban Josd-
of 1 branch and profitable lino to Oak ¬

land of tho Oakland and Alnmedn fprrlon1-
of several hundred miles of the California
and Oregon road and of the San Joaouln Val ¬
ley ron from tho connection on the line of tho

at to Goshon we llnd
that the stock owned by Mr Charles and Mr E
B Crocker was sold to Iluntlngton Hopkins
and Htanford at twelve cants on the dollar and
was sold not for cash hut 01 n long credit

Now the stook belonging tuo Contract nnd
Finance Company f2lOOOO sold at this timeat twelve cents on dolar years after It
had completed Its contrnct would I not havo
sufficed to pay its 3500000 ard tho
two yours1 Interest which hnd accrued Hut In
1871 two yearn after this sale and four years
alter thn completion of the road tho purchas-
ers

¬

wero compelled to return to Mr Crocker
tho stock they had bought from him because
they could not pay for It It was not in their
estimation for their Interest to endeavor to
burrow the money and keep tho stock which
thoy had bought at twelve cents on tho dollar
even with tho nntlcipatlonof tho dividend ot
3 per cent declared on Sept 131874

But we may bo answered thiit In Ibo mean
tlmo these gentlemen hal put n higher ostl-
mnto on tho stock of by acquir ¬

ing tho stock that was represented In tho suit
brought by Lumbard nnd others In tho
suit brought by Brannnn for which 110 alleged
thoy paid several hundred dollars por share
Tho settlement with thoso represented II tho
Lambard1 suit was agreed upon In year
1HTO shortly aftor completion of tho roid
and the prlco clock ot llrunnun
at the same time By reason of IllntoI thnt-
Droonlol settlement It vas until

later pll
The plaintiffs In tho a suits were stockhold-

ers
¬

in tho enlralllcIOo and undoubtedly hUln right to And wo may
wnsunfnrttmtito for thn Interests of the direc ¬

tors of tho Central Pacific that it was not then
made That It was not was because thu direc-
tors

¬

could not nffoid In view of their then
financial ombnrniHsniontto render an account

he1111 but ono thing to conceal at thnt tlmo
wealth nut any monoy that they had

mado In tho performance of their duties as di-
rectors

¬

or trustees buUn view of their great
Indebtedness Iat that time they could not af-
ford

¬

to show tholr poverty It was tho current
bollof that out of tho twentyjevon millions of
bOlds which hall boon Issued by tho Oovorthat out of the grants of land
Mr Bogy of Missouri paid wero not worth Icent without a railroad that out of bonds Is-

sued by tho corpoiutlon secured by a fratmortgage upon Its property and from
aid granted br the counties along Its
main lino In California the directors had made
enormous fortunes And It was thin populardelusion that gnvu thor credit und
them without to lloitt ami carry tho-
mnnv millions which thoy then owed They
could not afford to open their books to com-
plaining

¬

stockholders It would have boon ruin
to them to have then disclosed to tholr cred ¬

lonthat to moot the Indebtedness thoy had
compelled to Incur or to assume for wuat

tho road had cost ubovo the proceeds of their
own bonds and of tho bonds In aid of tho work
they hnd only tho unavailable assets of tho
stock of the Control Pacific which thoy could
nut Hell to realize tho amount of such Indebt-
edness

¬

Such exposure would havo resulted In
their undoing and therefore It was wisdom
on their portto Incur further Indebtedness for
tho moneys required to Buttle the demands of
these stockholders

OOVEBNMENT A CBEDtTOB ONLY

But certainly tho Government is In no condi ¬

ton to complain of thoso contracts or of the
that was Issued in their performance

As we havo said before tho Government baa
all that It bargained for I has the rood as
security for tho debt duo it I there Is nuy
subject to Ibelen agroed upon tho urendoucontract It lias hud tho
rood and has already saved by its completion
up to tho present timo fifty per cent more
than It will be r Culrodlo pay in tho discharge
of principal at tho timo of tno
maturity of tho bonds ft had no concern with
tho stock of tho company It found the Cen ¬
tral Paclllo nn existing corporation It en ¬
listed Its aid for thu performance of a nationalundertaking Thoro never wai any doubt butat tbo completion ot thnt undertaking thoproperty of tho corporation would be owned by
its stockholders subject toils indebtedness

And Iblt Is just the position today Tho
promoters of the road wero enabled tu sell butlittle stock Moot of th stock that was sub-
scribed

¬

ami pnld for was by them Tho tow
who came In to help them who faltered by tho
way and who woro rouuv 10 lay down their
burden wero relieved by thoso promoters HO
that when the road was finished with tho ex ¬

ception of tho stock owned by Lombard nnd
much of which It may bo said vuts

traded for services and did not bring n dollarinto tho colfors of the corporation tho pro-
moters

¬

and directors of tho company wero tho
ownerof nil Its stock Them him not boon u

tock Illegally lisucd nor a single
elutro for which thu corporation did not receive
full commercial valuo at thu time It wus Issuedlint It may bo furtlmr said tlmt thoso menbeing the owners of all tho stock and as suchthe owuera of all tho property of tho corpouitlon It could inukti no difference to nny one
whether tho symbol of thoir ownership vwis ox-
prnBscd by thu Issuo of for 1000-
RhitrBs or for 100000 shares or forThose who dealt with them In 100001
transfer of such stoek would determine howmuch property represented nnd how mucheach share was worth ho wo llnd undur theact of lbC2 the Union Piiclllc was authorizedtolssunacortnliinumbBrof shores of tho par
yiiliio of 11000 each but by tho amendment ofthy wero authorised to Issuo the stockIn shores of UOlllch instead of 1000 nndthat Ihould bo 1000000 in numberInstead of

The 100 shares of stock Issued by acorporation with tho sanction of thoso who oruits ownera cannot make any more dlfloronco
twula mini bought a thousand ucroH of land

to hove the title transferred by onohundred deeds each convo > ing tmiacreg instead of by ono deed for ItholSullllcresHut was sold by Mr ThoState M The Union Puciilo HailroadCompany 98 U 8 Oi-
lItlidlfflcolttaieeanyI rutbt which the Oorernroenth ajacreditor to Interfere between tlie corporationand thoie with whom U dala I him been careful to

1tfl r lllf In > the contract It hatthe that contract riven Whatrlibll more can It
S k Ihedovfrnmtnt made lu and
barlaloo1 for lu curlty 1 had a oonlrcl theoriginal act or which wouldliava made lu lien fe In Incorponlol In lu ansletyto secure the oonntructlon or the road 111 end more Important to toe lot eminent than any Dal else and itillmore Important lo tlie people whom repreuuted Upo ippned tnU Ilin to another mortmte that meanrailed to comnii tft IL

The Governmont surely cannot sustain anywrong by tho numborof shares of stock Iitsued
1 bo corporators wwro entitled to all tho Bur¬
plus earnings of the company nnd whether Itdivided Into ten ono hundred or one thou ¬

sand parts certainly dous no harm to tho credoitors who do not eharo In the distributionBut ItI It should bo found after allowing theequities claimed by the Contra Pacific con ¬

cerning which Congress has directed tho Com
mission to examine und ruport that nny mate-
rial

¬
Hum is due to tho Governmont awl Itshould pay oft the original lion nnd become thoownor of tint propnrty tho mock not being en ¬

titled to Its piotectlnn v ould In no WilY deter-
mine

¬
or interfere with its right to tho owner-

ship
¬

of tho i ioprty

3
TUB rUISCllAHK ANn DUILDIKd OP HOADS CON

HOLIOAIED 11U TUB CXNTIUb 1ACOTO-

LTlioContnil Pacific with thn assent of Con-
gress

¬

nsnignod Its right to construct nil that
lorllon 01 tllu ulUwl roud from tho city of Ban

cad to thu city of Sacramento hut tho assign
OOH woro uniiblo to porfornt thu work and
nllor thero hnd been Bovorul failures of con
tructont tho promoter of thu Cvntrnl Paclllo
arranged with tlm avnUiuoa to turn thu oigun
izntlou over to Ilioni and thoy llnlHhoii and
equipped tha road in accordance with tht re-
quirements

¬

of tho act ot Congrohs
At thu time nf the connection with tho Union

Faclllo tho aided road consisted of a lino from
the City of Hlln J oBIS llfty miles Bouthof Ban
Jriinoi Co to Promontory

The triinwjonllnontul business both In
freight und isheiigeih K could reach San irnn
cisco by u tt an for at Iho city of Sacramento to
tho Btuambouts then plying tho waters of tho-
Baoramonto und pwnod by tho corporation
known its tho allfornln Hleiuu Nmgallon-
Compunyior bolug carried tu Hun Jogtithev-
pould bo truiiHftirredlii Ihu Han Jninelwo and
HauJnsdKnllroiul Company nnd would reich
Han Fruncltco n iIlHtiincii of 177 inlion which
routefront Hun Jnml to Kan Irnnclsco vvasim-
poded hyiicrudo of ninetytwo font to tho mlla-

To utilize tho construction of tho Western
Paclllo It tuicamn necessary to connect It with
the city of Oakland and from theN uuo tho
ferry to San Frqnolsoo

When the main line was finished It afforded
but lttto convenience to people either if th
northern or fouthera puts of tho Btat ofCall

fornla to afford tha proper accommodation to
increase Its revonnn and to Invite Immigration

nd IIlttlomont 11 Willi noee lu that feedors
bouhl bo conltructlld AoeordlnJtI th pro

mollrs nnd Btkholders 01 the Cln1rBI1aclfto
organized tho company called the Han Jnoquln
Valley Company for the purpose of bulldlntc aline of railroad from Lathrop u point on theWestern Pacific llallroad about eight miles
south of Stockton to Goshen In tho county ot
Tulare a distance of 1413 milt

This road was built by tho Contract and Ft-
nnnco Company with mont furnished by Its
stockholders and was paid for In tho bonds
and stock of said railroad company

It bo said of this contract as of manymaT1It woro lot tn tho different construc ¬

tion companies In which tho directors of tho
Contral alo havfc bton stockholders that
thoy built tho rood with moneys furnished by
themselves and had the road for their outlay
In other words they paid to the constructioncompany tha bonds and stock ot tho railroad
no constructed and walled until such time as-
thoy could develop sufllclont business on the
road built to IInduce the public to buy the
bonds or tho stock II tho country through
which tho railroad ran developed sulllclent
business then the project WHS a success If it
did not then tho operation was a loss Theso
gentlemen took nil tho responsibility any loss
occurring was necessarily theirs and of rlttht
the profits belonged to them

But It Is said that they violated n wellknown
rule of equity In dealing with thtmsolves thatthoy woro trustees and that they wore repre-
senting

¬

both sides of tho contract
Tho answer Is that thoy did not find anybody

else to deal with They could not find any one
who w iuld take tho chances of building n rood
through what was then nn almost uninhabited
country and accept tho bonds and stock of tho
road in payment And when It Is said thoy
wero tniHtotis it thoydlifocouny such relation
it was merely technical for thoy roprctontod
only tholr own interests on both Bides therobeing no ono concerned In tho transaction
Thoy became tho incorporntorsof tho company
that was to build tho road subscribed for its
stock and woro tho only subscribers There-
fore

¬

It is dllllcult to see how any ono wus
wronged by tholr notion Tho rule of equity
Invoked which has Its origin In tho Injunction
no man can servo two mastcre certainly did
not apply to thorn because thoy wore acting In
tholr own Interest nnd were not charged with
tbo duty of caring for othnrs rights thoro
being no other persons interested m tho sub-
ject

¬

mutter
NONAIDED LINES

To perfect tho railroad system of the wont
const for military nnd postal uses to servo the
people In tne northern part of tho State and to
mnko a connection at Portland which became
necessary for the protection of the Contral Pa
elite alter nld hod been given to tho Northern
Pacific thn promoters of tho Contral Pacific In-

corporated
¬

tho California nnd Oregon to run
from a point on the main lino of tho Central
Pacific known BH Itosovlllo to the northern
boundary of tho Stato of California with such
extension Into the Stato of Oicgon as Its direc-
tors

¬

might afterward doom proper
The directors of this company proceeded

with Ibo work of construction to tho Htnte
line oxpoctlngto connect with tho road of tho

Oregon nnd California Company which wts
commenced at the city and was
Intended to connect with the Central Pacific at
the California line but owing to tho failure nf
the original moton and their successors It
was not completed until it cnmo into Its pres-
ent

¬

ownership This work of enormoll dim
culty nnd cost has at lift beon achieved thus
giving connection by rail between tho cities of
ian Francisco nnd Portland and dlreet railroad
communication between Inlet Bound nnd the
city of Mexico

Tho stock ot tho original Central Pnclfli Rail-
road

¬

Company of California of tho Western
Pacific of the San KrnnclscoBny Jtallrond Com ¬
pany of thu San iranclico Oakland nnd Ala
medaltitllrond Company of tho Sun Joaquln
Valley Hailroad Company und of tbo Callfoinln-
nnd Oregon llallroad Comnnny wero icttrud
and exchanged for fil37370U of Ibo stook of
tho now Central Paclllo Kailroad Company
For Ihf lock ot the Central Iaclno of Call

fornla 10570100
Kortlieitoct of the Western Paclflo Twiuuof >

For the took of tha California nnd Oregon liJS ion
1or the ock of the San Joaquin Valley 3U50UU
for the toolt of the San traiiusco Oakland

and Alamcda 700300

Tho entire capital stook of tho last montlonod
consolidated company being thu same as that
of the Central Paelllc Hailroad Company uf
California one hundred millions

None of tho roods consolidated with the Cen ¬

tral Pacific of California hnve ever been a bur ¬

dun on the earnings of tho main lino and the
policy of consolidation to put thorn all undjr
ono management und run thorn all in ono sistern was certainly wise management in having
cost of superintendence and to some extent
of motive power and equipment

If wo may judgo from the questions put by
tho Commissioners to witnesses that appeared
before them they were under the Impression
that these different lines were represented by
too much of the capital stock As WI huvo
heretofore said that Is a matter which con-
cerned

¬
only the stockholders and no bonaflde

stockholder has boo hoard to complain All
those who own stock at present bought In
view and with tho full knowledge of what hnd
been issued and tho purposes tor which It had
been Issued And certainly from the position
that the Government occupies in this raattei
it has no causo of complaint

Tho surplus earnings wero divided among
tho stockholders ami whether those earnings
wero divided upon the basis of an issue of fifty
millions Instead of tlvu millions docs not inany way Interfere with tho rights or tho bccurity-
of tho Government

Aftor this consolidation various roads woro
built by tin directors of the Central Pacific
through ono or other of tho construction com-
panies

¬

Muny of them were leiiwl to tho Con-
trol

¬

Paelllc Lilt an the result shows 115 hereto ¬

fore stiltedI at n net profit of something over
ten millions All such roads have been feeders
to tho main lino or aided rood so that In this
respect lib In all the other acts of thocompany
the position of thu Government has not beon
damaged

Thu only work undertaken by thn directors
of the Contial Pacific which Ions In any wnv
withdrawn any of tho revenues from the aided
rood has boon tho construction of tho Southern
Pacific which thny wero forced to undertake
in consequence of tho legislation of Congress
providing for such a road anil which If they
hal not undertaken it would halo resulted
much moro disastrously to the revenues uf thn
Central Pacific OR wo nlrfto hereafter and ns
tho testimony boforo tho Commission shovs
that unless thn Uliectors of till Contral Pncllla
road hud concluded to undertake Its construc-
tion

¬

for tho purpose of protecting the earnings
of tUu Control thu Govoinnipnt would havo
guaranteed or endorsed eighty or one hun ¬

droll million of tho bonds of tho corporation
represented by tho Into Thomas A Scott to ba-
UEod In such construction

XII
CHAnGE OP DrvKimNU Tiurrin FBOM AIDED

TO NONAinit LINKS
It Js said that trafllo 1ms boon diverted from

tho uldod to thu nonaided roods That Is truo
only In ono coso and lor that the Government
and not tho directors Is responsible

As to tho roads built In California lint aro
not Included In tho Hystuin ol1 tho Hoiithurn
Paclllo lliillroadCompany all liovu tonded to
increase Ibo earnings of tho oltlod lliio and
this In BIRO true of such business as thu South ¬

ern Pacific gathers in California and dsllvers
to tho Contral Paclllo nt Goshou

But na wo say the diversion of tho through
business from the aided lino to the Southern
Ioclfli is not tho fault of the Central Pacific
The Government forced this property on thu
promoters of the Central Pacific It subsidized
the lino provided It wan bulk within u certain
time and It must havo known that If two roads
wore to do tho transportation for tho limited
population upon tho Paelllc coast thn one would
necessarily divert patronage from tbii ntuor

We say that thn Government torewd this rood
upon tho Control Paelllc hon thn Central
Pacific was llr t completed from Hncrotnonto-
to Ogduu It was in a crlpnled financial condi-
tion

¬

It hud from tho great difficulties of con¬

struction and from thu condition of thn mar ¬

kets for labor and materials fit thn tlmo at
which it wus constructed and fiom thn unpar-
alleled

¬

hasto of Hiich construction spent
enough monoy In said construction to havo
paid lor tho building of two such roads

And BO with tho Southern Pacific With tho
easier grades upon that route thu aided roads
wero In no condition to stand tho contest with
thoHouthurn Poelllo llallrood In advorhu pos-
session

¬

nor could thnytnku thu risk nf allow ¬

ing it to bo built by Mr Hcott or others in tho
interest ot tho Pennsylvania llnilroitd with
moneyn furnlshod by tho Government

It was not a choice for tho Central Paclflo
whether It would construct thin chonniilfor tho
diversion of business from tho Central Paclllo
Hnd It notdonn to It would havo boon con-
structed

¬

by thu Pennsylvania rood or Its nlllrH
But by tho course adopted tho Central

Paclllu has controlled this great element of
lunger und has Icont tho allied mads In good

condition llnuncially and phrslunlly und thoy-
novnr woro In bolter condition than thoy aro-
todiiy to perform tho contract with tho Gov-
ernmont

¬

under which nld won obtained keep ¬

ing lls road in n Btotnof usefulness nt all times
ruoily to yltild all thonorvleototho Government
lu tha transportation of troops munitions of
war publlustorub nnd tho innlKwhonuvurtliB
Government foil that It could afford to pay for
thn KorvlcoH of a llrstolabs roul Instead of
minding Its business around Ciipe Horn or
through a forulgn territory

Our fathers und they were wise men in their
generation left tho contests between tho gov-
erning

¬

power and the governed to thu cairn
placid und mediating equity of tho courts pro-
vided

¬

by the Constitution
Tho constructors of the Contral Pud lueuy

Wo entorod Into n contract to asblst lu thu per ¬

formance of u notional undertaking which VY-
MHuppnsod and declared nt tho tluiulo buaii Im-
possibility

¬

we risked thuiusiilts of nur Inborn
for two score or more of veorH In Hiding tho
Government to reclaim thu lurrltnry bulwtu u
the Missouri and thu Houromentoiunl toinorueffectually guard tin 1ucillu m B ufnnH wo
put Into It our worldly BUbsfnnco and risked
our JivoH by expoauro to tho olomoiitu ainlit-
tho rigorous winters of thu Blurra Nu-
vadaa to carry out In good fulth tho
contract wo had mode and to do It lu halt tho
time allotted We come now and eay to you
that In making that contract we rolled on your
statement that you would glva to these two
toad the patroaoBO ot tho Government nhlch

1M
had averaged for many rears not less than

7300000 and which you expected wouldlargely Increase In the future and that tbe-
revcnuo from thlo source wo expected and nayou expected and an was so announced In th
debates In Congress would cover tho credit
which you advanced to xtn and tho Interest
that you were to pay for our use of uoh credit i
and wo say that you have so far fallen short Inyour contract with us as to render to us your
business amounting to but onetenth partot
thn promised compensation and although you
agreed to pay us for doing all your buslnew-
roanouablo and fair compensation and
tho snmo rates paid to as by our otherpatrons rot that yon havo so fordisregarded your obligations In tho-
preml es OR to knap from us all tha transpor-
tation

¬
you controlled which you rould ship by

anyothor Una not even giving toun tho prefer-
ence

¬

at tho srrrao prices and w show you thatby our nfforts ana the uso of our capital you
havo already saved by tho performance of our
contract and retained ID your Treasury over

139000000 and In tho languagoof the General
commanding your armies tho Indian as a
problem hoaboon obliterated from army tacticsbyronsonof opening the vast territory between
the Missouri and the Sacramento to settlement
and civilization all of which has beon accom-
plished

¬

by the duo fulfilment of our port of tho
contract entered Into with you

When wo como to you as tho governing
power of tho nation to represent those facts
and tho advantages which you enjoy and will
continue to enjoy wo say thoy aro matters
which should engage your earnest attention
and wo ought not to be met with vituperation
or Invective

XIIIC-
HAHOE OF rNrLUKNCINO LTJOIBLATIO-

NTho Commission appointed under the act ot
Congress of March 81837 wero to inquire

What amount of money or other Taluabla considera
tion luch an itock bonda paMea Ac have been ex

ended or paid out by said companifm whether for law
nl or unlawful purpotea but for which fiiniclent and

detailed voucben have not been Iven or Hied with tha
record of said company

Thla hrnnchot the Inquiry formsqnestlonNo
20 which tho Commissioners printed and sent
to the ofllcors of companies which had received
aid from tho United States

Mr Stanford President of tho Contral Paclflo
mode answer In writing as follows

In answer to Interrogatory No 20 I hare to lay thatthn company In lu settlement with the Oorernmtntpropose i claim nothing a expense In determining
Itio net earning lu which tlie Government hai an Inter
HI for which the company doee not furnlih full and
ailifactorr voucher It U entirely Immaterial to tlia

tlnvrrmnent and the Government can have no InterestIn knowing what amount nf money him been expended
for which the Toucher on tile are not inluclentln detaU
orntherwlre I would however remark that all Items
nf expenditure tor which detailed voucheri are not un
Die hare from time to time been approved by the directors nnd stockholders of tho company

Question 21 of the printed questions roads

Mr Stanford answered as follows
In answer to Interrogatory Nn 211 have to aay In behalf of the Central racluo Kailroad i ompanr that no

deduction will he made from that portion of the netearlittm beloiifrliifr to the United states on account ofany tipeudlture for which detailed and satisfactory
Touchers are not furnished Va will account to theGovernment aslf no such expenditures had been made

Tho witness further sold I never cor-
rupted

¬
orsoughttooorrupt anymemborof any

Legislature or any member of Congress orany public official nor have I over authorizedor allowed any agent of mine so to do
It Is In evidence boforo tho Commission thntall tho expenditures mado by Mr Stanford for

which thero aro no detailed vouchers havo
been approved by the Board of Directors andrat Hied by tho stockholders

Now It will bo seen thnt tho witness bolng
examined twelve years aftor the money had
been oNpended having no recollection of the
purpose of tho expenditure was by tho action
of this Hoard protending to exercise judicial
functions forced Into tho position of being
compelled under thu advice of his counsel to
decline further reply

It may ho sold that It appeared when thnmatter was submitted to the Circuit Court of
thu United fatates upon tho application of tho
Commission to compel thu witness to answer
that this particular voucher hod already been
icriitliilrod by tho Government Auditor of
itallroad Accounts that hn had refused to
allow it as a proper deduction irom the gross
enrniugs of tho company and that In settling
with the Government thu amount of this
voucher was treated as money on hand and
thu United States received lls proportion which
woscovered Into the Federal Treasury in tho
manner provided bylaw

The questions put by the Commission wero
calculated to put this witness In a falsa posi ¬

tion Ho had suorn he could not recollect the
pitiposes for which the sum of monoy or any
port of It represented by this voucher had
boon expended and when disregarding the
truthfulness of his reply he was asked whetherany portion of It hud been spent for the pur-
posn of Influencing legislation tho counsel rep ¬
resenting him would huvo beon untruo to tholrduty If thoy hnd not assumed the responsibil ¬

ity and advised him to decline to answer
further

But un answer to tho question which tho
counsel advised this witness not to make wasreally contained In his first reply that ho did
not remember tho purposes for which this
monor hod boon expended

Influencing legislation has a wide and
dlierbo meaning

Kvei y American who cares for his birthright
and who undertakes to perform tho duties of-
cltlronxhlp Influences legislation when ho de
clams his preference for ono candidate for alegislative olllco above another Ills neighbor
who goon forth to represent him lu thn localLegislature or ill Congress to whom ho has
htatid his views on tho cuiront questions of-
tho day which will form tho subject of enact-
ment

¬
is influenced In hU course by such ox-

creobtons nnd In this way every voter for a-

Hiiccbsful candidate muy be said to luSuencolegislation
It is tho iIght nnd th duty of every citizen to

influence legislation and tho moru Interested
liu Is In thn subject matter the higher becomes
thn duty to usu his Inlluuuco to obtain Mich
lows as his itcossules justly demand Tho
duty of determining upon thu propriety of a
proposed statute Is with tho legislative body

As tho necessities nrlso for interfering In
legislative ititx the purpose of which 1s not an-
nounced

¬

buloru it Legislature moots nnd us thopersons Interested In such subject muy be dis-
tant

¬

from the Suite House orfiom tho notional
copltollt Is proper to employ u gents who ro-
sldo nt thu capital of tho tauito or of the notion
to represent thoso who may bo interacted lu-
tho ennctmeats piopohed-

Thu payment of money to Influence legisla ¬

tion muy bo modo with themost perfect pro-
priety

¬

KITectivo sorvlte by intelligent agents
cannot bo procured gratuitously before a legis¬

lative doiiutmcntmoru than before tho judicial
deiiartmimt-

In Lnghmd the business of parliamentary
agents is rocognlrod and rospooted Those
having business with th Legislature of Great
Britain nre repiosanted by turcutH just us-
Biiltors In court urn ropiOMinted by counsel
nnd although tlii hublnesa of agents of this
character in tht country Is not us highly
esteemed os lu Lngiond ic would bo botter for
thn community if It wore B-

OThoro j no moie Mtlld reason why ono
should not prupeily employ nn agent to pro
motn tho passage or detent of n pending mcis-
uro than tlmt ho should be debarred from the
employment of counsel to prosecute or defend
in acourtof jubtico-

It Is sold that tho Central Paclflo has dis ¬

bursed a largo sum for such sen Ice
It wos proved boforo the Commission thatUnparliamentary cost of explaining to com-

mittees
¬

and obtaining tho necessary legislation
for the Bilghton Hallway uvoiaged over 4800
per mllo of the Manchester and Birmingham

5000 por mllo of tho Blisnkwall Hallway
14100 per uiilu that ihu solicitors bills for

tli southeastern Hallway was a total of
OiiOOOU-

OPTOHINrt UNFIIIENDLT LEOISLATIOX
Tho expendltuios of the Central Paclflo nre-

InHlgnltlcant nn compared with tho cost of tho
same services required for obtaining tho
necessary legislation Irani tha English Parlia-
ment

¬

Hut whatever amount hns boon spent
by the Central Pacific for thn purpose of luflu-
onoliiK legislation tho Government is tho ro-
sponslbln cnuho for tho largest portion of uucli
expenditure Long boforo tho lost rail wus
laid and continuously since this company has
been Hubjoetod to thn most noggins and coaaoI-
OHS persecution ot thn hands of tho nfltcern of-
tho vorioim deportniflnth nnd of Congress And
It hits boon to vvird off thn hoRtllo effects of
such udvorsn ucllnn hot this company has
been compelled touiiiployngontaandattorneys-
to explain their truo pos tioii to officers of tb-
deportments nnd to members of ongress und
thu necessity lot such ipendlturo has re-

curred
¬

with ovorychiingoln tholnciimbentKof-
thodllTnrout departments and their nubordl-
nufos unit with tho election of each Congress

TaKe thu cubo In hund Thu vvitnoss Mr
Stanford ta President of a rallioad eystom ex-
tending

¬

from Poitlnnd Oiegon to tho halt
Lol0 Valley and from the city of Him Fran-
cisco

¬

to tha city of New OrlvmiB covering n
distance of Hourly 5000 miles

Thu iiituritstH of thti fOiporntlons which he-

roniiisviitH lira lliibln to bo tho mibjcit of legls-
lollvo DiiKtmnntslu tho Htittos of Oregon Coll-
fornlii and Nevada nnd In thu Territories of
Utah ArUonu und NowMoxluo mid tho States
of Toxus und Louisiana and tho net earnings
of thu vvhoio system are llanlo to bo controlled
by thn bylavvH resolutions and crilliianceu-
posHod lu cvory county nnd overy municipality
In mien onn of tlioto btutoii nnd Jerrltorlos-
tluoi li which any portion of thl lallroadsyst-
um in i puiintiiito and tlm Interests of all
Biich inriioimloiiH unit especially of thn Cen-
trol Pailllo aro 11iblit to be seriously affected
b Hm leglslotlon In Congieps nnd by I in rules
o iojilfld for thu govuinmont of thni different
ewnllvo dnpnrliuuit with which thteo run
to id toinpiinlcH Imvo busings-

ll Ihornlnro IIHOUIIIOS thu duty of Iho rrf81-
diiiaoinuniigrmi nf fuuh iomponlos to watch
unil lo Inlliiuiuvu tho legislation of nil these
U juuuiili Hiit tho i orporate Interests may not
be advoitcly affected

It lu JUbt as much tho duty of tho managers
or directors nf n corporation to do this as it Is-

tu defend any action that may bo brought
against it and for such purpose to employ and
pay for the services of intelligent aeonta to
protect It against hostile legislation s it would
bo to employ and pay tor tha moeao coua

Ml learned In the Uw to protect It against an
unjust judgment

To defeat proposed unjust and hostile legis ¬

lation a rosort must be had to tho services olthoso not known to be in tho employment of
tlm corporation whoso Interests ther guard
Tho plans and purposes of tho auDiora ot

drastic measures would not becomn known to
the directors of tho corporation if their aeonta
heralded tholr employment

Corporations tlko governments must work
with secret agents nnd when tho business of
such nn agent becomes public hl usefulness Is-

at nn end
To havo Informed the Commission of all tho

agents employed by the corporation under thomanagement of this witness would have put
In peril the further prosecution of Its businessboth physical anu financial

Home portions of the road operated by tho
Central and Houthern Companies are runthrough districts where tho solo pnsfwgo of a
train Is subject to the same risk of Interior
nnco as a stngo used to be on our frontier Huso
Thero aro men bandod together In tho Ter-
ritories

¬

to rob tho malls and treasure in tran-
sit

¬

Wo could not with any sufoty niiiue tho
men employed In the prevention or detection
of theso nets

Wo have agents also to guaramoo to us tho
faithfulness and to warn us of tho unfaithful
nosn of various classes of emplojcas Ihclrdischarge from our service must nrcrssnrlly
follow the rendering ot thclrnames Tho mostImportant Information that all corporations of
thl character receive must uf necessity comothrough secret ngonts Tho names nt tho at ¬

torneys who appear beloro committees or
courts aro well known but It is not with thnt
class that thn Commission wero concerned

To accomplish thoso results thoro must bo Jn
the employ ot tho corporation wclllralnodspecial agents and money must be disbursed
for their remuneration In the conduct of pub ¬

lic affairs a fund for this purpose U usually pro-
vided

¬

by tho Legislative Department to bo usedby the Executive
Such a fund hns been Intrusted to tho ChiefMagistrate of tho nation and to tho Governor

of ovory Btate since tho formation of our Gov-
ernment

¬

and tho man who controls tho oper-
ation

¬

of the millions of capital represented by
four or five thousand miles nf rnllroud nnd tho
financial Interests of Us owners must havu a
like fund It is In tho Interest not only of tho
stockholders of such corporations but ot tho
public to conlldn It to him

It Is not out of place to say that tho man
whoso honor was sought to bo impugned pos-
sesses

¬

without legura to political parties tho-
ponlldenro of thu people ot thu Htnto of Cali
fornia of whleh he has been Governor and
which ho Is now representing as u tJenator In
Congress

We hove heretofore shown In tho coursn of
this argument that thn people of his Slate and
of the nation trusted him In perilous times
nnd that ho performed bis high and arduous
duties so as to meot thn approbation of the
people and receive thn thankn ot the Legisla-
ture

¬

It Is not claiming tuo much that every
presumption goes with him in tho supposition
thnt he expended any fund Intrusted to him
without violating any law of tho Htoto of which
he hud been Chief xocutlvo or any 1eJeral
law which as Honntor as well as citizen it Is
hiit duty to uphold and protect

There Is not a leading corporation in the
country that has not been forced to BO protect
itself

Thnrelsnot an intelligent person of maturo-
ngo In this country who does not know thatloading corporations not ouly railroads but
banks and insurers would bo severely mulcted
by adverse und Illconsidered legislation pro-
moted

¬
by the worst closB In tho community who

hang about legislative halls unless onoclivo
measures worn taken to prevent such results

And therefore it Is necessary to explain to
monitors of Legislatures the merits or demer ¬

its of nny proposed bill boforo them Reeking
their sanction Notwithstanding tho vitupera-
tion

¬

tho nbiiso thit U Is tho custom to hoop
upon our legislative representatives with but
few exceptions thoy will bo found disposed to
act in accordance with right and justice Gften
because tha measures before thum ore not sufllcently explained they are liable to come to-
an erroneous conclusion

Tho representatives of tho people uro a true
rollox of thoso who cloct them and being In¬

formed of tho merits of the caso on which their
action Is Invited may b trusted to reach asnearly n right and Intelligent solution as Ispossible for men called from tho various walks
ot llfo in dealing with subjects on which thoy
havo had little or no experience

It 13 a gross scandal on tho American people
to ussert thnt money used to lullucnro legisla ¬

tion finds Its way Into tho pockets of the menrepresenting them In tholr Legislatures
The present Executive of this nation who

performs his duties so much to tho satisfaction
of tho pooplo of tho country but a fow monthsago declined to Inform the Senate of his rea-
sons

¬

for removing certain citizens from office
It would havo beon as much out ot character to
hnvo suspected him of unworthy motives In
making such removal as it is to ascribe them
to this witness whose services to tho public In
tho official positions ho has held have been us
truly andfaithfully performed

XIV
DISA6TBOBS EJTFCTB OP THUS THORMAN BILL

ON THE INDKBTEDNE8S OF THE CESTBAI
PACIFIC TO THE OOVEHNSICNT

Prior to tho passage of the act of May 71878
known as tho Ttmrmuu bill It was contend-
ed

¬
by counsel for the Central Pacific tbot tho-

mortguge reserved by tho Government under
tho provisions of section 5 of tbe net of 180J
secured to it tho building und completion of
the rood it being kept in constant repoli for
ofllclont service and the rendering of its usu-
to tho Govurnrnent whenever required for tho
transportation ot lls molls troops munitions
of vvur and public store and for tho payment
of the Indebtedness of tho company Jlmt un ¬

der thu terms of tho out of 18CJ by thu amount
of All thn compensation for services performed
for the Government and feentnl in thu man-
lier

¬

provided by thn change in Iho law of 18U4
by the payment of oneholt of tbo amount ot
compensation earned by such service and In
both cases by tho payment of D per cent ot
the not earnings of tho company

Aftor tho construction of tbo Union and Cen ¬

tral Pocillo roods It was Men that both Con
cress nnd tho companies hod beon mistaken In
their calculation 01 tho amount that tho trans-
portation

¬

donu by thn companies for the Gov-
ernment

¬
would produce Instead of as was

contended b > the benators and Representa-
tives

¬

In tho debates that preceded tho passage
ol tho act of 181 and Its amendment In 1SG1
such transportation producing on amount that
would not only satisfy thu Interest to Im paid
but would loovo u considerable sum In each
your to constitute itfclnklng fund for tho re ¬

demption of tho principal It wos found thnt-
whllo tho business Increased in volumo > et-
tho rate of compensation being so greatly re-
duced

¬

from the pi Ices tho Government had to
pay before thn constitution of tho loads that
tho companies could not and did not In nny onu
year perform Hulllclimt poivico to meet tho an-
nual

¬

payment for Interest
As wehovu heretofore shown the Government

WHS of course a largo gainer by this mistoku-
of tho parties iuthlr miticlpallrm of thu le-
sultso thu coiiMruitlonof these roids Tho
Government had nil tho bervlcothat It required
performed at about onetenth of thu dmrircs
they had paid before thoroiuiwuu built In-
htoul of paying to thu companies such ratci of
compensation lu they hod anticipated they
covured thu difference into tho Treasury and
the companion became Its debtors for tho dif-
ference

¬

botvvpon th rates of transportation
allowed and tho amounts paid for interest on-
tho bonds

An attempt was then made to force the com-
panies

¬

to repay to tho United States th Inter-
est

¬

on tho bonds an the enrno was paid by tho
Government but thn Huprnmo Court decldud
that tho companion wern undur no obligation
to refund to the United Ktatestbo Interest paid
before the maturity of tho principal of the
bonds

Tho point does not scorn to have boon mado-
or suggested that tho payment by tho compo
Eles of the Inteiost or tho principal of those

In monor was nn afterthought ami thatby the terms of tho contract contained cither
In the act of IBOaor the amendment of Iblil
they wero obligated to par only in services and
without regard to time

It became evident fiom tho tranpportotlon
accounts between tho nompoulpH ami tho Oov-
ornmoiit tlmt the latter was paying In ton
years only about the amount they had antici-
pated

¬

paying in one ond thai buch hums
joined to the llvn percent of tho nut earnings
would uevursufllco to discharge tho inloiubt or
principal of slid bonds ond that tho total
amount of such Interest mid pilnclnal at thu
tlmo tlm bonds matuied would l e for beyond
th ability of the companies to pay

It will not bo forgotten that dining nil the
tlmo tho only suffororH were tUn companion
tho Government was losing nothing It wos
annually saving uu amount sufllclont to cover
ail the Interest It was pavlngHiidouuugh moru-
to cuneel it portion of the bonds In other
words It wan kuoping to Ittol f t ho money which
when it made 1th contracts vv Ith thu companies
It designed to poy thorn Iho companies worn
keeping their contract with thn Government lu
good faith with tho result of being > ear by-
yoor brought moru deeply In Itu debt

But Congress sovvonly thu Increouo of this
dobt ltdid nntlPguiilthn Inct tltil tho com-
panies

¬

woro doing all nnd inure than they hnd-
ugrund thnt thu Ilillod Mnlos wero leaping
thuentlrubenelllcif tho contract designed
by I ho representatives of tho people ivhon it-
wnsmado shut llHoyeslo thn fact thnt nlnu
tenths of thu compunsallon which It had 1m-

Elindly agreed to pay lo tho companies was
retained by tho Treasury ond saw only

thoHciancoof its accounting officers in chalk ¬

ing up this tromcndoiH tcorn ngolnit tho other
party to tho contract And ho It resolved
In iloflanco of law ontrary to tho principles ot-
ouulty and fair dealing Ignoring tho common-
est

¬

rules of right and justice that U would cnn
Btrue a right reserved to It In the contract to-
uitor or amend it to compel the railroad coinpiinlos to pay thu luinclpal nnd Interest of-
thoso bond In money instead of cervices ond
that thoy should commune o doing this > eurx
boforo thu dobt matured ami bo that net of
spoliation known as thu 1hunuan bill wna
added lo tho statute book on Muy 7 18TU

It would seem that the construction to bn
given to the last section of tho act ot May 7
187D is that the Government has changed tha-
pontraotlprtheupaymentof the principal and

once with the Urrns of thla act the oompa
not required to furnish any oUiir mod of

mint nor without any chance In tho law can
tho Government demand It
CAN TUB UNITED ATATKft TIOLATK ITfl OOnTBlCTBT

The companies did not woonl to thin change
In thn contract and re l t vUt validity bntthn Hupromo Court ot the United Btatonspeak
Ing through tho Chlot Justice hold that

rAfjotl efttahllihei atlnVlnv fund for th payment cC
the debt when they mature but do > not nay the dtntiThe nrlirlnil ronlticti nt man ar lint cbauced All thainaibren done U In make It the dntynt me company tolivnpa porn of UK current net Income to meet Ihdrtln when therdnfalldiie That It li K natter ot na
roiiieniienre that Ihe Kearvury of the Ireainry U mada UnVlnit und astnt and the Treatnry ot the Dolled
Mateft the depooltarr or that the Investment Utnbmail in i ho nuiio fund of tbe United Htalea Thlidi e mil m k i tlie depuKil payment ef the rtebt dutbe United Hiatea i mui timMwnm IV wptmiion or me r l i Mrr KMCJI artiinlliitelonji lo MXpppnua no onr and InftltU tui loronv

Mr Justice Htrong dissenting Mid
In my opinion the net uf CongifM of MayT IRW llrlalmy tr n itreMl e nt le l l UTe pirwar a itla much beyond the i iwer ot a Ientilatnre nnoer anypretrure t alter a enntracl Inn hlcti the Oovernmentha entrrti with a private Imllridual aa It U for anyother party to a contract to change Ita urm withoutth cement nf ihe rr on coniraoUne for him Aatoliarimtriiiu the lovernmeut In all tt department h

InldaMde Us fntereltnt > and it itandi on the amfooling with private conlrncior-
aHpoiklng of tho contracts made by the aotaof ISbJ and ISfiJ Jlr Jusllco Strong says
It l > manlfeit th t by Hi In contract the OoTrmmentacquired a tfd rlnht to payment at the tlmeaillnthe mode ipocintd and ihe company acquired a vettedrlubt to retain the cmiMdcratlon trlTtn tur lu auuuiDI on that a veiled rliht to withhold payment until br the term ot the act It beoam due The contract Implied an agreement not lo call for payment nradditional nocurlty berure that time Therelanoteeb

ill rullty about > mtt d rlnliln Mint of them crow out ofcommit nnd no matter how they ante they are allequally rncrrd equally bond the reach of leililaUrInterlerence There are other provltioni otthlft act Intended to enforce compliance with thesenewly added nbllpitUonft Imposed npon tbe debtor Noone i an denv tlmt ihry materially change the contract
of loan and borron ing nreloui ly existing between thei
iiOTernment and the railroad companies and cuantsj
It at tho will r the credlUir alone

Mr Justice Bradley also dissenting said
I think that tonirreM had no power to pati the act of3lny 7 Ih7i The power nf Convresa even ov r thoetnbjecin upon wnlcli It hia tlm rlalit to legislate Ifnot deipoilc but I subject in cerialn Constitutional

limitation one of theso K that no peraon thai b-
ilrprlved of life Utterly nr property wfthont due pro
rrsH nf law another I that prhatn property atialt notlie taken for public use without just compensation
and n third K tlmt tho Judicial power of the UnlltdbtattH In eted In the Supreme and Interior courtan not In Contrris it tenm to me that the law laquestion U v lolatlve of nil tbme restriction

The contract between Iho Union and Central Paclflo
RallroAd Companion and the Government wa an exe ¬

cuted contract and a Uellnlto one It wss In eaect thlilthat tho tlocruinent should loan the companies certainmonevs and that the companies ahouM have a certainperiod irtime to repay the amount the loan reitlni on
tlio security of the tompHnteiworka Iomrress by thlaw In question without any chance of clrcnmitanceaand atralnsl he prnt i t ot the companleadeclarea thai
thn money shnll be pild at an earlier day and that thcontract shall bo chMiffed pro tanfo Tnu ll the pub
tianco and eft> ci of the la Calling the niouer raidsinking fund makrftnnnubstanttal difference Oonirres
takes up the question txparif dlsuussei and decldei Itnw sft Judgment nnd proposes to Issue execution Andloeuujtct the i ompameit to heary penalties It they donot comply That Is the plain lncllsh oC the Uw In
view of tne limitations referred 10 ha Conrresi inpower to do this t In mv Judgment It baa not

It will not do to Bay that tbe violation of the contractby tholawlnnuesllonUnotataklniiof property In thnr t place III literally a taking of property It com
pels ihecorapaults lo pay over to thouovernment or lu-
nuenta money to which the jorernment l not entitled
That It n III bn entitled by the contract to a like amount
it sarnn future time docs not manor riiac Itaporr or ihe
contract ItU needless to refer to the Importance to
the companies of thn tluie which the contract rivet 1C
It be all iri d that the security of the dorernment re-
quired

>
this lo be done hi consequence ot waete or dlul-

lutlou by thr companies of the mortcace security tbatIs u que > tton to be settled by Judicial UiTestlratton wlm
opportunity tit defence A preJudKmentof the questionly the iFjrlslatlve department n usurpation of th
judicial power The power reserved to alter R
Amend and repeal the charter Is not tufitelentto author ¬

ize the passage of the liw In question
I win only add further that the Initiation ot this spe-

cie
¬

of legislation bv ConffreM In well cnJculated to ex-
cite

¬

alarm 11 tins V Tittn announcing o fA4 toorI4
nttrt lfrfutr it to be vnnentfftA that ttitl ot fame nt do tnot ninitAfr litrtsttttund by ttt tngagtmtnu nttUtJuexa-nijitr Qfrrvutliatlnntif Government obligation Itttrlket-
a Uiao at Itir ruMf cnJIt It aatru IV principle UMt-
intyM mniejt ririhl It tnpt thf Jminilalton onuoticmoralI-
IU Perhaps however these are conilderatloni mor
properly to he nddreiued to tbe leirUlatlve discretion
llut when forced upon the attention by what In my
judgment Is an unconstitutional exercise of legislative
Inu er they liav e a tnors tbau ordinary weight and illnlncauce-

Mr Justice Field said
The decision will In my opinion creato inieottrlty In

the title to corporate property In the country It In ar
feet determines that the general Oovernment In It
dealings ullh the Inculc railroads la under no obliga-
tion

¬

lo fulfil Its contracts and that whether It hall da
Is a question of polcy and not of dutv The relation

of the general tocrnment to the Iacina companies la-
twofoldthat of sovereign In Its own territory and that
of contractor As sovereign Ita power extends to th
enforcement of such acts and regulations by the com-
panies

¬

aswtll Insure In the management of their road
and conduct of their officers In Us territory the ufety
convenience and comfort of the public As a contractor
It la hound by Us enzauementa equally with a private
Individual It cannot bo relieved from them by any as-
sertion

¬

of Itssoverclgn authority The proposi-
tion

¬

of the Government the Central Pacific accepted
and tiled Its acceptance as required and thereupon til
provisions of tbe act became a contract between it and
tbe United Mates as complete and perfect as It could b
made bv tbe mo t formal Instrument

Ity tho act of IbTH additional secnnty is required for
the ultimata payment of Its own bonds and the subsidy
Itondsof the united Htates by the ceatton of what I
termed a elnUne fund that Is by compelllna the com-
pany

¬

totlpponitsijcsviooa yeur In theTraasuryof the
1nlted blattft It Is not material In tba view that
take of the subject whether the deposit of this lanr
sum In the Treasury of the creditor be termed a pay ¬

ment or something else It Is the exaction from th
company of monev for which the original contract did
not stipulate which constitutes the objectionable fea-
ture

¬

of the act of 137H-
I cannot assent to a doctrine wbcb would Ascribe ta

the federal iioVernmen a soverelim rlfht to treat a-

1t may choose corporations 1th which It deals ana
would exempt It from that great law of morality which
should bind all Governments aa It binds all Individuals
to ilo Justice and krep faith

In ihe case at bar the contract with tbe Central PaclDo
Is i hanced In essential purilculars Th tpmpany I
compelled to accept 1t In Itw changed form and by lefl-
lallve decree without the Intervention of thacourta-

If tho liovernment lll not Veep lu faith llttl
better can bo expected from Iho citizen If contract
are not obsen ed no property will In the end be respect
<id and all history shows that rights of person aro un-
safe H here property Is Insecure Protection to one gos
with protection to tho other and there can be neither
prosperity nor progress where thla foundation oC all just
imviintiniit IK onunttled

Iho moment said tho elder Adams tb Ides Is admit-
ted

¬

Into society that prooerty Is not aa sacred aj the law
ofOod and that there is not a force of lawandpnblla
justice to protect lu anarchy aud tyranny commence

Under this law which received such scathing
denunciations from throo of tbo venerable and
Iiarned Judges of the Supreme Court of tha
Unittd States tho Contral 1uclllo has paid into
tho United State Treasury up to December 31-

1HS6 for tho xlnklng fund account 311805050-
A portion of this sum has boon invested br

thnTronsurv against tho earnest protest of tlm
Contra Pacillcln thopurchaso of bonds Issued
In uld of the construction of the roiulu known
its Currency hiXPH at n premium of 8421-
iwr cent in other words tho bonds which
thu Central 1nclilc fold nt u discount of about
3D por cent to obtain monoy for tho construc-
tion

¬

of its road tho Government has purchased
ut a premium of nonrly 35 per cent that is
for each bond for which tho Contral 1acmo re-
ceived

¬

171140 the Government against Its
piotpnt hns purchased for its account paying
thPltffor 134210

The total loss to tho Central Pacific from
tUHmoiloof bundling thn sinking fund up to
this tlmo mny bo stilted as follows
Amount paid lino the sinking fund 3168060 S-
Orrmtun paid on bonit M72SI 0-

Irriimim received
bonds FilTW m-

Inimit received Halloa 71 374750 tl 613483 t
Balance In fund bonds and cash tJ5oalg7 Si-

Inlemt that ould have been earned by th-
companys Invislnients to June I lt>17 l0<060a 54 Bll

DaUuie of druclt tu date by Oovernment
Investment 672 < 3 IS-

IX M to Central Paclflo by United Butei-
tlnklnirfuud invcslment 8101360071-
If tho money pnld Into the sinking fund had

beon led with tho Central Iacltlo and allowed
to iun and Ithud been earning elx per cent
per annum tboro would today be In the sink ¬
ing fund l0129U07a more tlmn there Is

Thorn uro no pietcnl obligations imposed on
thnsit companlos by any law which are not novr
fnlllllf1

llut thn Oovornmnnt does not appear at all
uneimy bout Iho unfortunate position In which
tho llnunoort of these roads hnvo been Placed
under the requliPtiiuntsof theTburman bill

In thu report of tho Bncretary of the Interior
for the yeur 1880 which has annexed the re-
port

¬

of the Auditor of Itiillroad Accountsdated
Nov 1 IHbl tho Auditor at page 17 aftershowing that tho payments rendered by th
Central 1uclllc to tha HlnUng fund from July
1 Ib78 to Juno 10 187 had amounted to n
grand total of 7fltUM31 and that 512200ot-
thnt Finn had boon Invested In bondn of which
IITJOOO woro thn luiniU Issued to old In build
ing thoroal and that upon wild 119000 theTreasury hud inl l and LhnrgtMl to the Central
Puclflc u promluui ot l5VYi8578 Buys

Tha amount of premium paid is so Iarr0 that the com
hive i rott trd uituinst the Inventmsnt at suedKnies t ihp Honorable the 8urrsturyvr th

Treisur In 17H and airuln In Juno 18HO Informed
roiurtsii of the Uldloullles vhlcu lay In the way of uiak>
Inir u Just and prulttablg Investment of tbes monsrs-

In tho report for 1881 thu Comtnlsuloner
shows to thuciodit of the Central Paclflcua
iujosted J202090D13

Ilu suys i
Morn thannnr fonrtli of Iho sum now In thu slnUni

fund Is uninvested uecuuae nmler Ihe law thla fnnd
CAII only be Inrestel In Government bouils whtcb-
clmrffe hlch premium and nnrlow Interest

If larirer discretion w er jl owed the Hr retary of tbTrrurury tlio who o fnnl inliht ba invested and at ahigher latorif liittiett
In llii ceven tears slnre H7S enlr ths sum nf

lulCrin paid Into til slnllnf loud which
has produced In Inlirest bnt 9IS704H3 > AU irotvi-
I ill lie law ntlelS taiuwl accomplli Ut object Intended

Theio probably never has linen no obtuse un ¬
just anil unintelligent a modo of caring for
Iho property of A debtor as that exhibited In
carrying out tho termn of thla Thurinsvn bill
Tho responsibility of providing for the compa-
nyri iudebtodnosii hv boon assumed by ha
Government Jt rojfjtod every plan which tha-
comimuyiuopOMd Ifiinyof the BUKBagtlona-
mudo by tho compan hnd received favorubln-
considoration ihn amount now to bo applied
to ih puyniPiit of lit Indohtndnesi would hav
bnon InciViiffd by in IfiiH IJ por f nt without
roforom e to ilin iroiiortod paymontbyroturnlnif
tho lamia ilnnntiu unil IMA Joss bun beon In-
tmrrod by tho limirovidout inannor In which
CongroHH and thu Treasury officials buve man
ngod this sinking fund

1TIB8T BOUND TUB ALAB-
UIt cannot be charged that tht companies ar

In any way neellcaot In the matter of prpvldmg for this omeraqnoy In Fabruarr 187Jilr BJdny Ulllon ol th Onion FtKiUoa4l vf


